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SUB J : CENTRAL BANK ANNOUNCES COMPREHENSIVE INTEREST RATE INCREASES 
REF: 72 CAIRO 208 (NOTAL) 

1 . CENTRAL BANK DEPUTY GOVERNOR AL-BANNA ANNOUNCED MARCH 1 
COMPREHENSIVE PACKAGE OF INTERST RATE INCREASES AFFECTING 
ENTIRE EGYPTIAN BANKING SYSTEM. FOLLOWING ARE DETAILS OF 
ANNOUNCEMENT: 

A. INTEREST RATE ON TIME DEPOSITS AND SAVINGS ACCOUNTS IS 
INCREASED ONE PERCENT, FROM 5 PERCENT TO 6 PERCENT. 

B. INTEREST RATE ON BANK LOANS TO PUBLIC AND PRIVATE 
SECTOR COMPANIES, GOVERNMENT AUTHORITIES AND INDIVIDUALS 
TO INCREASE ABOUT ONE PERCENT TO RANGE BETWEEN 8 AND 9 
PERCENT. 

C. POST OFFICE SAVINGS RATE IS INCREASED ONE PERCENT, 

FROM 4 PERCENT TO 5 PERCENT. IN ADDITION POST OFFICE SAVINGS 
WILL NOT BE EXEMPT FROM ALL INCOME TAXES. THIS EFFECTIVELY 
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MEANS A DOUBLING OF RATE SINCE PREVIOUS NET INTEREST 
RATE WAS ABOUT 2 AND ONE HALF PERCENT AFTER TAX DEDUCTIONS. 

D. CENTRAL BANK DISCOUNT RATE INCREASED ONE PERCENT, 

FROM 6 TO 7 PERCENT, ON LOANS TO NATIONAL BANKING SECTOR. 

E. INTEREST RATE ONALL NATIONAL BANK INVESTMENT 
CERTIFICATES INCREASED TO 7 PERCENT. PREVIOUSLY INTEREST 
RATE ON FIRST-ISSUE CERTIFICATES WAS 5 PERCENT, WITH 
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ADDITIONAL PERCENT INCENTIVE PAID TO RENEW THESE 
CERTIFICATES AT THE END OF TEN- YEAR PERIOD. INCOME 
FROM CERTIFICATES IS ALREADY EXEMPT FROM INCOME TAX. 

2. COMMENT: INTEREST RATE INCREASES, SECOND IN PAST 14 
MONTHS (REFTEL), ARE ALMOST CERTAINLY PART OF IMF REFORM 
PACKAGE. ASIDE FROMENCOURAGING DOMESTIC SAVINGS, 

BANKING CONTACTS BELIEVE THAT IMPORTANT RESULT OF CHANGES 
WILL BE TO INCREASE AVAILABILITY OF BANKING SECTOR FUNDS 
FOR FINANCING OF GOVERNMENT DEFICIT. ACCORDING SOME 
OBSERVERS, POSTAL SEVINGS BENEFITS COULD INCREASE AMOUNT 
SAVED THROUGH THAT MEANS FROM CURRENT LE 80-90 MILLION 
PER YEAR TO LE 200 MILLION PER YEAR; THIS IS DESIRABLE FOR 
GOVERNMENT BECAUSE POST OFFICE LOANS TO GOE ARE SET AT ONLY 
ONE PERCENT ABOVE POST OFFICE INTEREST RATE, I.E., AT 6 
PERCENT. INCREASING INVESTMENT CERTIFICATE RATE TO 7 
PERCENT COULD ALSO INCREASE VOLUME OF THESE SALES. 

3. FOREIGN BANKS WITH WHOM WE HAVE TALKED ANTICIPATED 
INCREASE SOME TIME AGO AND TOOK CHANGE INTO 
CONSIDERATION IN THEIR FORWARD PLANNING. THEY SAY 
POSTAL SAVINGS INCREASES COULD POSSIBLE AFFECT THEIR 
SAVINGS VOLUME, BUT ONLY EXPERIENCE WILL TELL. 
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